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TO: Docke t Control

FROM : Ernest G. Johnson
Dire ctor
Utilitie s  Divis i

Date : September 7, 2007

S TAF F  R E P O R T F O R  VALE NC IA W ATE R  C O MP ANY,  INC .  AND W ATE R
UTILITY O F  G R E ATE R  B UC KE YE ,  INC .  - .  J O INT AP P LIC ATIO N F O R
AP P ROVAL TO TRANS FER THE ASSETS AND CERTIFICATE OF
C O NVE NIE NC E  AND NE C E S S ITY O F  W ATE R  UTILITY O F  G R E ATE R
BUCKE YE , INC . TO VALE NC IA WATER COMP ANY, INC .
(DOCKET NOS .W-012I2A-06-0666 AND W-02451A-06-0666)

Atta che d is  the  S ta ff Re port for the  joint a pplica tion of Va le ncia  Wa te r Compa ny, Inc.
a nd Wa te r Utility of Gre a te r Bucke ye , Inc. for a pprova l to tra ns fe r the  Asse ts  a nd Ce rtifica te  of
Conve nie nce  a nd Ne ce s s ity of Wa te r Utility of Gre a te r Bucke ye , Inc. to  Va le ncia  Wa te r
Company, Inc. S ta ff is  re commending approva l with conditions .
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EXECUTIVE SUMMARY
VALENCIA WATER COMPANY, INC. AND

WATER UTILITY OF GREATER BUCKEYE, INC.
DOCKET nos. W-01212A-06-0666 AND W-02451A-06-0666

On October  16,  2006,  Va lencia  Water  Company,  Inc.  ("VWC" or  "Company" or
"T r a ns fer ee")  a nd Wa ter  Ut i l i ty of  Gr ea ter  Buckeye,  Inc .  ("WUGB" or  "T r a ns fer or ")
(collect ively,  the "Companies")  f i led a  joint  applica t ion with the Ar izona  Corpora t ion
Commission ("ACC" or "Commission") for approval of the transfer of assets and Certificate of
Convenience and Necessity ("CC&N") of Water Utility of Greater Buckeye, Inc. to Valencia
Water Company, Inc. On July 20, 2007, Staff tiled a Sufficiency Letter indicating that the
applica t ion had met  the suff ic iency r equir ements  of  the Ar izona  Adminis t r a t ive Code
("A.A.C.").

VWC and WUGB provide water  service to approximately 3,890 customers and 617
customers, respectively, in and around the Town of Buckeye, Maricopa County, Arizona. By
this joint application, the Companies are seeking Commission authority to transfer the assets and
CC&N of WUGB to VWC. VWC's CC&N area is approximately 7,480 acres, while WUGB's
CC&N area is approximately 4,273 acres. The distance between the VWC and WUGB's CC&N
areas ranges from approximately 3 to 8 miles. A majority of VWC's CC&N area is within the
Town of Buckeye's boundaries,  whereas,  a  minor portion of WUGB is within the Town of
Buckeye's boundaries. All customer security deposits will be transferred to the Transferee, and
refunds due on Main Extension Agreements or on meter and line installations will be assumed by
the Transferee. The Companies have common ownership interests,  the same office address,
main phone number, On-Site Manager,  and Certified Operator. Staff understands that the
proposed transfer of assets and CC&N from WUGB to VWC will not result in any change in the
management or operation of the water system. Certified operator personnel will not change as a
result of the transfer. Basically, the transfer would result in VWC having two divisions.

Based on Staff s review and analysis of the application, Staff believes VWC's water
system has adequate storage capacity and inadequate source production capacity, WUGB's Sun
Valley/Sweetwater I water system has adequate source production capacity and inadequate
storage capacity,  and WUGB's Sweetwater  II water  system has inadequate production and
storage capacity to serve their  current customer base. WUGB's  Sonoran Ridge and the
Bulwer/Primrose water systems have adequate source production capacity and storage capacity to
serve their current customer base and a reasonable level of growth.

Staff recommends the Commission approve the joint application of VWC and GB for
the transfer of assets and CC&N of GB to VWC, subject to compliance with the following
condition:

1 . To require VWC to charge GB's authorized rates and charges in the transfer area.



2. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of a ll docume nta tion tra ns fe rring owne rs hip of GB's  a s s e ts  to  VWC,
within 90 days  of the  decis ion in this  ma tte r.

3. To re quire  VWC to file  with Docke t Control, copie s  of the  a pprova l from Ma ricopa
County a nd the  Town of Bucke ye  to tra ns fe r WUGB's  fra nchise  to VWC, within 365
days  of the  decis ion in this  matte r.

4 . To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
cop ie s  o f the  Approva l o f Cons truc tion  ("AOC") is s ue d  by Ma ricopa  Coun ty
Environme nta l S e rvice s  De pa rtme nt ("MCES D") for the  a ddition of thre e  we lls  with
a  tota l minimum production ca pa city of 1,200 GP M to VWC's  wa te r s ys te m, within
six months  of the  e ffective  da te  of the  decis ion in this  case .

5. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC is s ue d  by MCES D for the  a ddition  of a  we ll o r we lls  with  a
minimum ca pa city of 300 GP M to the  S un Va lle y/S we e twa te r I wa te r sys te m, within
six months  of the  e ffective  da te  of the  decis ion in this  case .

6. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC is s ue d  by MCES D for the  a ddition  of a  s tora ge  ta nk with  a
minimum ca pa city of 16,000 ga llons  to the  S we e twa te r II wa te r s ys te m, within s ix
months  of the  e ffective  da te  of the  decis ion in this  case .

7. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC issued by MCESD for the  inte rconnect/blending infra s tructure  for
the  S we e twa te r II wa te r s ys te m, with in  s ix months  of the  e ffe ctive  da te  of the
decis ion in this  case .

8. To re quire  VWC to tile  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC issued by MCESD for the  a rsenic tre a tment sys tems  for Sonoran
Ridge  a nd  VWC wa te r s ys te ms , with in  s ix months  of the  e ffe ctive  da te  of the
decis ion in this  case .

9. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
copy of the  MCESD Compliance  S ta tus  Report showing tha t the  Swee twa te r II wa te r
sys te m is  in full complia nce  a nd de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds
re quire d by Arizona  Adminis tra tive  Code , Title  18, within s ix months  of the  e ffe ctive
date  of the  decision in this  case .

10. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
quarte rly s ta tus  report on the  Town of Buckeye  condemnation proceeding. The  s ta tus
re port sha ll be  tile d within 30 da ys  a fte r the  e nd of e a ch ca le nda r qua rte r a nd sha ll
rema in in place  until furthe r Orde r of the  Commiss ion.



ill III

S ta ff furthe r re comme nds  tha t the  Commis s ion 's  De cis ion gra nting the  a pprova l of
transfe r of Asse ts  and CC&N of WUGB to VWC be  cons ide red null and void, a fte r due  process ,
s hould VWC fa il to me e t Conditions  No. 2, 3, 4, 5, 6, 7, 8, a nd 9 lis te d a bove  within the  time
specified.



TABLE OF  C ONTENTS

Page

INTRODUCTION i

BACKGROUND M 1

THE WATER SYSTEM • 2

THE TRANSACTION •

4ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY ("ADEQ") COMPLIANCE 04

ARIZONA DEPARTMENT OF WATER RESOURCES (cc ADwRw) COMPLIANCE.. 5

ACC COMPLIANCE ». 5

ARSENIC AND OTHER WATER QUALITY ISSUES ll

CURTAILMENT PLAN TARIFF »

5

PROPOSED RATES » 6

FRANCHISE..

RECOMMENDATION s .. 6

ATTACHMENT(S)

ENGINEERING REPORT Tl

ENGINEERING MAP..

6

.A

.B

.3



Valencia  Wate r Company, Inc. and Wate r Utility of Grea te r Buckeye , Inc.
Docke t Nos . W-01212A-06-0666 e t a l
Page 1

In tro d u c tio n

On  Octobe r 16 ,  2006 , Va le nc ia  Wa te r Compa ny, Inc .  ("VWC" o r "Compa ny" o r
"Tra n s fe re e ") a n d  W a te r Utility o f G re a te r Bu c ke ye ,  In c .  ("W UG B" o r "Tra n s fe ro r")
(co lle c tive ly,  th e  "Co mp a n ie s ") file d  a  jo in t a p p lica tio n  with  th e  Arizo n a  Co rp o ra tio n
Commiss ion ("ACC" or "Commiss ion") for a pprova l of the  tra ns fe r of a s s e ts  a nd Ce rtifica te  of
Conve nie nce  a nd Ne ce s s ity ("CC&N") of Wa te r Utility of Gre a te r Bucke ye , Inc. to Va le ncia
Wate r Company, Inc.

On Nove mbe r 14 , 2006 , the  ACC Utilitie s  Divis ion  ("S ta ff") file d  a n  Ins uffic ie ncy
Le tte r, indica ting tha t joint a pplica tion did not me e t the  s ufficie ncy re quire me nts  of Arizona
Adminis tra tive  Code  ("A.A.C.") R14-2-402(C). A copy of the  Ins ufficie ncy Le tte r wa s  s e nt to
the  Company via  U.S  ma il. In the  Le tte r, S ta ff lis ted the  de ficiencie s  tha t needed to be  cured for
adminis tra tive  purposes .

On Ja nua ry 16, 2007, April 13, 2007, June  22, 2007, a nd June  26, 2007, the  Compa ny
provided additiona l documenta tion to support its  re lie f requested.

On July 20, 2007, S ta ff file d a  Sufficie ncy Le tte r indica ting tha t the  a pplica tion ha d me t
the  sufficiency requirements  of the  A.A.C.

Background

Va le ncia  Wa te r Compa ny, Inc. is  a n Arizona  Corpora tion, in good s ta nding with the
Commis s ion's  Corpora tion Divis ion, a uthorize d to provide  wa te r utility s e rvice s  in the  vicinity
of the  Town of Buckeye , Maricopa  County, Arizona  pursuant to the  Commiss ion's  Decis ion No.
17778, issued on December 8, 1947. VWC provides  se rvice  to approximate ly 3,890 customers .

Wa te r Utility of Gre a te r Bucke ye , Inc. is  a n Arizona  Corpora tion, in good s ta nding with
the  Commis s ion 's  Corpora tion Divis ion, a uthorize d to provide  wa te r utility s e rvice s  in  a nd
a round the  Town of Bucke ye , Ma ricopa  County, Arizona  pursua nt to a uthority gra nte d by the
Commiss ion in Decis ion Nos . 46160 (June  16, 1975), 54121 (July 19, 1984), 41072 (December
28, 1970), 57607 (Nove mbe r 6, 1991), 57742 (Fe brua ry 22, 1992), 57808 (April 22, 1992),
59494 (January 31, 1996), and 62756 (July 25, 2000). WUGB provides  se rvice  to approximate ly
617 customers.

The  imme dia te  pa re nt compa ny of VWC a nd WUGB is  We s t Ma ricopa  Combine , Inc.
("WMC"). WMC a ls o owns  Willow Wa te r Compa ny, Wa te r Utility of Gre a te r Tonopa h, Inc.
a nd Wa te r Utility of Northe r S cotts da le , Inc. VMC, VVUGB, a nd WMC's  ultima te  pa re nt
compa ny is  Globa l Wa te r Re s ource s , LLC. ("Globa l"). According to  the  jo int a pplica tion
"Globa l's  regula ted subsidia ries  se rve  more  than 30,000 customers  in Arizona ."
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VMC , GB, a nd WMC s ha re  common Office rs  a nd Dire ctors , office  a ddre s s , a nd
ma in phone  numbe r. Mr. Tre vor Hill (the  P re s ide nt) a nd Ms . Cindy Lile s  (the  S e cre ta ry a nd
Tre a sure r) a re  the  Office rs . Both Mr. Hill a nd Ms . Lile s  a re  the  Dire ctors .

The  Wate r Sys tem

VWC's  wa te r s ys te m P WS # 07-078 , cons is ts  o f five  we lls  with  a  to ta l p roduction
ca pa city of 1,180 ga llon pe r minute  ("GP M"), te n s tora ge  ta nks  with tota l s tora ge  ca pa city of
2,105,000 ga llons , a nd a  dis tribution s ys te m s e rving a pproxima te ly 3,890 cus tome rs . VWC
sys te m provide s  for fire  flow. S ta ff conclude s  tha t VWC's  wa te r sys te m ha s  a de qua te  s tora ge
capacity, but inadequa te  we ll production capacity to se rve  the  exis ting cus tomer base . VWC has
acknowledged this  inadequacy and is  proposing to add three  new wells  with es timated additiona l
production ca pa city of 1,200 GP M. The  a nticipa te d tota l production ca pa city of 2,380 GP M
s hould a de qua te ly s e rve  a pproxima te ly 5,570 s e rvice  conne ctions  (gove rne d by production
ca pa city). S ta ff re comme nds  tha t VWC file  with Docke t Control, a s  a  complia nce  ite m in this
d o c ke t,  c o p ie s  o f th e  Ap p ro va l o f Co n s tru c tio n  ("AO C") is s u e d  b y Ma ric o p a  Co u n ty
Environme nta l S e rvice s  De pa rtme nt ("MCES D") for the  a ddition of thre e  we lls  with a  tota l
minimum production ca pa city of 1,200 GP M to VWC's  wa te r s ys te m, within s ix month of the
effective  da te  of the  decis ion in this  case .

WUGB opera te s  four sepa ra te  wa te r sys tems: SunValley/Swee twa te r I (PWS # 07-195),
Swee tvva te r II (PWS # 07-129), Bulwer/Primrose  (PWS # 07-114), and Sonoran Ridge  (PWS #
07-732). The  wa te r sys te ms  a re  loca te d a pproxima te ly 3 to 8 mile s  firm VWC's  wa te r sys te m.
Be low is  the  plant description for each of the  four WUGB's  wa te r sys tems:

• S unVa lle y/S we e twa te r I wa te r s ys te m ha s  one  we ll producing 300 GP M, a  120,000
ga llon s torage  tank, and a  dis tribution sys tem se rving approximate ly 378 cus tomers . The
wa te r sys te m ha s  tire  hydra nts . S ta ff conclude s  the  wa te r sys te m ha s  a de qua te  we ll
production capacity, but inadequa te  s torage  capacity to se rve  the  exis ting customer base .
WUGB ha s  a cknowle dge d this  ina de qua cy a nd is  propos ing to a dd a nothe r we ll with
e s tima te d a dditiona l production ca pa city of 300 GP M a nd re la te d infra s tructure  by
Octobe r 31, 2007. If the se  production improve me nts  a re  ins ta lle d, the  tota l a nticipa te d
production  ca pa city of 600  GP M a nd s tora ge  ca pa city of 120 ,000 ga llons  s hould
a de qua te ly s e rve  a pproxima te ly 800 cus tome rs  (gove rne d by s tora ge  ca pa city). The
Compa ny a nticipa te s  ove r 680 cus tome rs  to be  se rve d by this  wa te r sys te m in the  ne xt
five  yea rs  .

• S we e twa te r II wa te r sys te m ha s  one  we ll producing 40 GP M, four s tora ge  ta nks  with a
tota l s tora ge  ca pa city of 44,000 a nd a  dis tribution s ys te m s e rving a pproxima te ly 93
cus tome rs . The  wa te r sys te m ha s  fire  hydra nts . S ta ff conclude s  the  wa te r sys te m ha s
ina de qua te  production a nd s tora ge  ca pa citie s  to s e rve  the  e xis ting cus tome r ba s e . In
response  to the  production de ficiency issue , WUGB has  indica ted tha t this  wa te r sys tem

1 Based on the Company's responses of July 30, 2007 in Docket No. 06-0792.
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has  an emergency connection to the  City of Goodyea r wa te r sys tem. Upon comple tion of
the  pe nna ne nt inte rconne ct infra s tructure , the  City of Goodye a r will provide  a dditiona l
production ca pa city of 15 GP M to the  e xis ting ca pa city of 40 GP M. In orde r to re s olve
s torage  de ficiency, S ta ff recommends  an additiona l minimum s torage  capacity of 16,000
ga llons . If the s e  production a nd s tora ge  improve me nts  a re  ins ta lle d, the  production
ca pa city of 55 GP M a nd s tora ge  ca pa city of 60,000 ga llons  s hould a de qua te ly s e rve
approximate ly 100 service  connections  (governed by s torage  capacity).

Bulwer/Primrose  wa te r sys tem has  one  we ll producing 40 GPM, a  140,000 ga llon s torage
ta nk, a nd a  dis tribution sys te m se rving a pproxima te ly 88 cus tome rs . The  wa te r sys te m
ha s  fire  hydra nts . S ta ff conclude s  the  wa te r sys te m ha s  a de qua te  we ll production a nd
storage capacities to serve  the  existing customer base  and a  reasonable  level of growth.

• Sonoran Ridge  wate r sys tem has  one  well producing 150 GPM, a  200,000 ga llon s torage
ta nk, a nd a  dis tribution sys te m se rving a pproxima te ly 58 cus tome rs . The  wa te r sys te m
ha s  fire  hydra nts . S ta ff conclude s  the  wa te r sys te m ha s  a de qua te  we ll production a nd
storage capacities to serve  the  existing customer base  and a  reasonable  level of growth.

S ta ff re comme nds  tha t VWC file  with  Docke t Control, a s  a  complia nce  ite m in this
docke t, copie s  of the  AOC issued by MCESD for the  addition of a  s torage  tank with a  minimum
capacity of 16,000 ga llons  to the  Swee twa te r II wa te r sys tem, within s ix months  of the  e ffective
date  of the  decision in this  case .

S ta ff a lso re comme nds  tha t VWC file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, copie s  of the  AOC is sue d by MCESD for the  a ddition of a  we ll or we lls  with a  minimum
ca pa city of 300 GP M to the  S un Va lle y/S we e twa te r I wa te r s ys te m, within s ix months  of the
effective  da te  of the  decis ion in this  case .

S ta ff furthe r re comme nds  tha t VWC be  re quire d  to  file  with  Docke t Contro l, a s  a
complia nce  ite m in this  docke t, copie s  of a ll docume nta tion tra ns fe ning owne rship of GB's
asse ts  to VWC, within 90 days  of the  decis ion in this  matte r.

The  Trans ac tion

VWC and WUGB provide  wa te r s e rvice  to a pproxima te ly 3,890 cus tome rs  a nd 617
cus tome rs , re s pe ctive ly, in a nd a round the  Town of Bucke ye , Ma ricopa  County, Arizona . By
this  joint applica tion, the  Companies  a re  seeking Commission authority to transfe r the  asse ts  and
CC&N of WUGB to VWC. VWC's  CC&N a re a  is  a pproxima te ly 7,480 a cre s , while  WUGB's
CC&N a rea  is  approxima te ly 4,273 acre s . The  dis tance  be tween the  VWC and WUGB's  CC&N
a re a s  ra nge s  from a pproxima te ly 3 to 8 mile s . A ma jority of VWC's  CC&N a re a  is  within the
Town of Bucke ye 's  bounda rie s , whe re a s , a  minor portion of WUGB is  within  the  Town of
Buckeye 's  boundaries .
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According to the  a pplica tion, a ll cus tome r s e curity de pos its  will be  tra ns fe rre d to the
Tra ns fe re e , a nd re funds  due  on Ma in Exte ns ion Agre e me nts  or on me te r a nd line  ins ta lla tions
will be  assumed by the  Transferee .

VWC a nd WUGB ha ve  common owne rs hip inte re s ts , the  s a me  office  a ddre s s , ma in
phone  numbe r, On-S ite  Ma na ge r, a nd Ce rtifie d Ope ra tor. S ta ff unde rs ta nds  tha t the  propose d
tra ns fe r o f a s s e ts  a nd  CC&N from WUGB to  VWC will no t re s u lt in  a ny cha nge  in  the
management or ope ra tion of the  wa te r sys tem. Certified ope ra tor pe rsonne l will not change  a s  a
re sult of the  tra ns fe r. Ba s ica lly, the  tra ns fe r would re sult in VWC ha ving two divis ions .

The  Town of Bucke ye  ("Town") is  in the  proce s s  of conde mning the  WUGB's  wa te r
s ys te m a nd a s s e ts . According to the  Town's  S pe cia l Council Me e ting Age nda  of J a nua ry ll,
2007, the  Town ma de  a  pre -conde mna tion offe r to WUGB, on J une  30, 2006, to a cquire  the
wa te r sys tem and a sse ts  for $2,000,000 WUGB did not accept the  Town's  offe r and on July 21,
2006, a n  a ction  of e mine nt doma in  wa s  file d  in  the  Ma ricopa  County S upe rior Court No.
CV2006-010954, to conde mn the  wa te r s ys te m a nd a s s e ts  of WUGB s o tha t the y ma y be
ope ra te d by the  Town a s  pa rt of the  Town's  municipa l wa te r sys te m while  the  fina l price  to be
pa id for the  acquis ition is  e ithe r se ttled or de te rmined, if necessa ry, by a  tra il. The  condemna tion
proce e ding is  ongoing. S ta ff re comme nds  tha t VWC be  re quire d to file  with Docke t Control, a s
a  compliance  item in this  docke t, a  qua rte rly s ta tus  report on the  condemna tion proceeding. The
sta tus  report sha ll be  filed within 30 days  a fte r the  end of each ca lendar quarte r and sha ll remain
in place  until furthe r Orde r of the  Commiss ion.

Arizona Department of Environmental Quality ("ADEQ") Compliance

ADEQ or its  fonna lly de le ga te d a ge nt, the  Ma ricopa  County Environme nta l S e rvice s
De pa rtme nt ("MCES D") monitors  for complia nce . MCES D ha s  de te rmine d tha t out of the  live
(5) e xis ting  wa te r s ys te ms , fo u r (4 ) systems (Va le ncia , S u n  Va lle y/S we e twa te r I,
Bulwer/Primrose , and Sonoran Ridge) a re  in compliance  and currently de livering water tha t meets
wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18, a nd Cha pte r 4.
MCESD has  de te rmined tha t the  Swee twate r ll wa te r sys tem is  in Substantia l Compliance .

S ta ff re comme nds  tha t VWC file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  copy of the  MCESD Complia nce  S ta tus  Re port showing tha t the  Swe e twa te r II wa te r
sys tem is  in full compliance  and de live ring wa te r tha t mee ts  wa te r qua lity s tanda rds  required by
Arizona  Adminis tra tive  Code , Title  18, within s ix months  of the  e ffe ctive  da te  of the  de cis ion in
this case .
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Arizona Department of Water Resources ("ADWR") Compliance

VWC a nd GB a re  loca te d within the  P hoe nix Active  Ma na ge me nt Are a  ("AMA"), a s
de s igna te d by ADWR. ADWR ha s  indica te d tha t the  Compa nie s  a re  in complia nce  with the
Phoenix AMA reporting and conse rva tion requirements

ACC Complia nc e

According to  the  Utilitie s  Divis ion Complia nce  S e ction, VWC a nd GB ha ve  no
outstanding ACC compliance  issues.3

Arsenic and Other Water Quality Issues

The  U.S . Environme nta l P rote ction Age ncy ("EP A") ha s  re duce d the  a rse nic ma ximum
conta mina nt le ve l ("MCL") in drinking wa te r from 50 microgra ms  pe r lite r ("pg/l") or pa rts  pe r
billion ("ppb") to 10 ng/l.

The  S we e twa te r II wa te r s ys te m's  a rs e nic a nd nitra te  conce ntra tions  e xce e d 10 ppb.
P re se ntly, the  sys te m is  e ffe ctive ly a  conse cutive  sys te m, se wing wa te r from City of Goodye a r
wa te r sys tem through an emergency connection. To address  wa te r qua lity de ficiencie s , WUGB
is  cons tructing a  pe rmanent inte rconnection with the  City of Goodyea r dis tribution sys tem and a
blending sys tem with es timated comple tion prior to the  end of 2007.

S onora n Ridge  wa te r s ys te m's  a rs e nic le ve l is  a bove  10 ppb. As  a  re s ult, WUGB is
planning to ins ta ll an a rsenic trea tment sys tem a t the  we ll s ite  with e s tima ted comple tion prior to
the  end of 2007.

VWC indica te d tha t it ma inta ins  thre e  e xis ting s ite s  with five  we lls  a nd is  in the  proce ss
of adding three  new s ite s  with three  we lls . Each s ite  produces  wa te r qua lity with an a rsenic leve l
a bove  10 ppb. As  a  re sult, VWC is  ins ta lling s ix a rs e nic tre a tme nt sys te ms  (one  a t e a ch s ite )
with estimated comple tion prior to the  end of 2007 .

VW C  a n d  W UG B h a ve  n o t  ye t  o b ta in e d  AO C s  is s u e d  b y  MC E S D fo r  th e
inte rconnect/blending infras tructure  for Sweetwate r II and the  a rsenic systems for Sonoran Ridge
a nd VWC. The re fore , S ta ff re comme nds  tha t VWC file  with Docke t Control, a s  a  complia nce
ite m in  th is  docke t, cop ie s  o f the  AOC is s ue d  by MCES D for the  in te rconne ct/b le nd ing
infra s tructure  for the  Swe e twa te r II wa te r sys te m, within s ix months  of the  e ffe ctive  da te  of the
de cis ion in this  ca s e . S ta ff furthe r re comme nds  tha t VWC file  with  Docke t Control, a s  a
complia nce  ite m in this  docke t, copie s  of the  AOC is sue d by MCESD for the  a rse nic tre a tme nt
sys tems  for Sonoran Ridge  and VWC wa te r sys tems , within s ix months  of the  e ffective  da te  of
the  decision in this  case .

2 Per ADWR Compliance s ta tus  check on April 25, 2007
3 Per ACC Compliance s ta tus  check dated April 17, 2007
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Cu rta ilme n t P la n  Ta riff

VWC a nd GB have  an approved curta ilment ta riff tha t became  e ffective  on Janua ry
26, 2005 .

Propos ed Rates

VWC will provide  wa te r se rvice  to the  trans fe r a rea  unde r GB's  authorized ra te s  and
charges.

Franchis e

Eve ry a pplica n t for a C C &N and/or C C &N e xte ns ion is  re quire d  to  s ubmit to  the
Commission evidence  showing tha t the  applicant has  rece ived the  required consent, franchise  or
pe nni from the  prope r a u thority. If the  a pplica nt ope ra te s  in a n unincorpora te d a re a , the
compa ny ha s  to  ob ta in  the  fra nchis e  from the  County. If the  a pp lica n t ope ra te s  in  a n
incorpora ted a rea  of the  County, the  applicant has  to obta in the  franchise  from the  City/Town.

S ta ff re comme nds  tha t VWC be  re quire d to file  with Docke t Control, a s  a  complia nce
ite m in this  docke t, copie s  of the  a pprova l from Ma ricopa  County a nd the  Town of Bucke ye  to
transfer GB's  franchise  to VWC, within 365 days  of the  decis ion in this  ma tte r.

Recommendations

Sta ff recommends  the  Commiss ion approve  the  joint applica tion of VWC and GB for
the  transfer of asse ts  and C C &N o f GB to VWC, s ubje ct to complia nce  with the  following
condition: .

1. To re quire  VWC to cha rge GB's authorized ra tes and charges in the  transfer area .

2. To re quire  VWC to tile  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of a ll docume nta tion tra ns fe rring owne rs hip of GB's  a s s e ts  to  VWC,
within 90 days  of the  decis ion in this  ma tte r.

3. To re quire  VWC to file  with Docke t Control, copie s  of the  a pprova l from Ma ricopa
County and the  Town of Buckeye  to transfe r GB's  fra nchise  to VWC, within 365
days  of the  decis ion in this  matte r.

4. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC is s ue d by MCES D for the  a ddition of thre e  we lls  with a  tota l
minimum production ca pa city of 1 ,200 GP M to VWC's  wa te r s ys te m, within  s ix
months of the  e ffective  da te  of the  decis ion in this  case .
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5. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC is s ue d  by MCES D for the  a ddition  of a  we ll o r we lls  with  a
minimum ca pa city of 300 GP M to the  S un Va lle y/S we e twa te r I wa te r sys te m, within
six months  of the  e ffective  da te  of the  decis ion in this  case .

6. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC is s ue d  by MCES D for the  a ddition  of a  s tora ge  ta nk with  a
minimum ca pa city of 16,000 ga llons  to the  S we e twa te r II wa te r s ys te m, within s ix
months  of the  e ffective  da te  of the  decis ion in this  case .

7. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC issued by MCESD for the  inte rconnect/blending infra s tructure  for
the  S we e twa te r II wa te r s ys te m, with in  s ix months  of the  e ffe ctive  da te  of the
decis ion in this  case .

8. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t,
copie s  of the  AOC issued by MCESD for the  a rsenic tre a tment sys tems  for Sonoran
Ridge  a nd  VWC wa te r s ys te ms , with in  s ix months  of the  e ffe ctive  da te  of the
decis ion in this  case .

9. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
copy of the  MCESD Compliance  S ta tus  Report showing tha t the  Swee twa te r II wa te r
sys te m is  in full complia nce  a nd de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds
re quire d by Arizona  Adminis tra tive  Code , Title  18, within s ix months  of the  e ffe ctive
date  of the  decision in this  case .

10. To re quire  VWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
quarte rly s ta tus  report on the  Town of Buckeye  condemnation proceeding. The  s ta tus
re port sha ll be  file d within 30 da ys  a lte r the  e nd of e a ch ca le nda r qua rte r a nd sha ll
rema in in place  until furthe r Orde r of the  Commiss ion.

S ta ff furthe r re comme nds  tha t the  Commiss ion's  De cis ion gra nting the  a pprova l of the
transfe r of Asse ts  and CC&N of WUGB to VWC be  cons ide red null and void, a fte r due  process ,
s hould VWC fa il to me e t Conditions  No. 2, 3, 4, 5, 6, 7, 8, a nd 9 lis te d a bove  within the  time
specified.



ATTACHMENT A

MEMORANDUM

DATE : August 23, 2007

TO: Ble ss ing Chukwu
Exe cutive  Consulta nt III

FROM : Ka tlin S tukov
Utilitie s  Engine e r

,go

VALENCIA WATER co . & WATER UTILITY OF GREATER BUCKEYE
DOCKET nos . W- 01212A-06-0666 & W-02451A-06-0666

In tro d u c tio n

Va le ncia  Wa te r Compa ny, Inc . ("Va le ncia " o r "Compa ny") a nd  Wa te r Utility o f Gre a te r
Bucke ye  ("WUGB" or "Compa ny") (colle ctive ly, the  "Compa nie s " or the  "Applica nts ") ha ve
a pplie d to tra ns fe r WUGB's  a s s e ts , including its  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity
("CC&N") to Va le ncia . The  Applica nts  indica te d tha t WUGB's  CC&N conta ins  4,273 a cre s  a nd
Va le ncia  conta ins  7,480 a cre s . The  pre s e nt s e rvice  a re a s  of the  two Compa nie s  a re  not
contiguous . The  combined tota l a rea  will be  11,753 acre s  cons is ting of sepa ra te  pa rce ls  in and
around the  Town of Buckeye  in Maricopa  County.

Exis ting  Utility P la n t

RE:

GB curre ntly ope ra te s  four (4) s e pa ra te  wa te r s ys te ms  a nd s e rve s  ove r 600 cus tome rs .
Valencia  currently opera tes  one  (1) water system and serves  over 3,880 customers . According to
the  Companies, there  are  no plans to interconnect the GB and Valencia  wate r sys tems a t this
time .



Company
Nam e

WUGB VALENCIA

System Name
Sun Va lley/

Sweetwater 1
Sweetwa ter II Bulwer / Primrose Sonoran Ridge Valencia

P WS  ID# 07-195 07-129 07-114 07-732 07-078

# of wells 1 1 1 1 5

Tota l production
(gallons p Er minute-

cc 7 )

300 40 40 150 1,180

# of s torage tank 1 4 1 1 10

Total s torage
capacity (ga llons)

120,000 44,000 140,000 200,000 2,105,000

Existing # of
customers

378 93 88 58 3,890

Does  sys tem
provides  fire  flow?

Yes Ye s Ye s Yes Ye s

Is  a  s torage capacity
adequate

No No Yes Yes Ye s

Is  a  production
capacity adequate?

Yes No Yes Yes No

MCESD
Compliance

Status
Date

Complia nt
2/7/07

Substantia l
Compliance

4/19/07

Complia nt
6/18/07

Complia nt
2/5/07

Complia nt
2/14/07

Does  a rsenic level
exceed standards?

No Yes No Yes Yes
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The  Table  I be low lis ts  specific information about each sys tem:

Ta ble  II

1 The information presented in the following Table I was  based on submitted Water Use Data , Water Sys tem Data ,
Responses to Data Requests  and Maricopa County Environmental Services Department's  ('MCESD') Compliance Status
Reports.
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Capacity Conclusion and Recommendation

Ba se d on the  Compa nie s ' 2005 Annua l Re ports , GB a nd Va le ncia  wa te r sys te ms  ha ve  fire
hydrants . Therefore , S ta ff' s  Capacity Analysis  includes fire  flows requirements .

Ba se d on the  Ca pa city Ana lys is , S ta ff conclude s  tha t out of five  wa te r sys te ms , thre e  of those
systems have  the  following capacity de ficiencies :

a ) S un Va lle y/ S we e twa te r I

Ba s e d on the  e xis ting s ource  production, s tora ge  ca pa city a nd wa te r us e  da ta , the  s ys te ln's
s tora ge  ca pa city is  ina de qua te  to se rve  the  curre nt cus tome r ba se  of 378 se rvice  conne ctions .
The  Compa ny ha s  a cknowle dge d this  ina de qua cy a nd is  propos ing to a dd a nothe r we ll with
e s tima te d a dditiona l production ca pa city of 300 GPM a nd re la te d infra s tructure  by Octobe r 31,
2007. If the se  production improve me nts  a re  ins ta lle d, the  tota l a nticipa te d production ca pa city
of 600 GPM and s torage  capacity of 120,000 ga llons  should adequa te ly se rve  approximate ly 800
cus tomers  (gove rned by s torage  capacity). The  Company anticipa te s  ove r 680 cus tomers  to be
se rved by this  wa te r sys tem in the  next five  yea rs .

b) S we e twa te r II

Based on the  existing source  production, s torage  capacity and water use data , both the  production
and s torage  capacitie s  for this  sys tem a re  inadequa te  to se rve  the  current cus tomer base  of 93
se rvice  connections . In re sponse  to the  production de ficiency issue , the  Company has  indica ted
tha t this  s ys te m ha s  a n e me rge ncy conne ction to the  City of Goodye a r wa te r s ys te m. Upon
comple tion of the  pe rma ne nt inte rconne ct infra s tructure , the  City of Goodye a r will provide
a dditiona l production ca pa city of 15 GP M to the  e xis ting ca pa city of 40 GP M. In  orde r to
resolve  s torage  de ficiency, S ta ff recommends an additiona l minimum s torage  capacity of 16,000
ga llons . If the se  production a nd s tora ge  improve me nts  a re  ins ta lle d, the  production ca pa city of
55 GP M a nd s tora ge  ca pa city of 60,000 ga llons  s hould a de qua te ly s e rve  a pproxima te ly 100
service  connections (governed by storage  capacity).

c) Va le ncia

Based on the  exis ting source  production, s torage  capacitie s  and wa te r use  da ta , the  sys tem can
curre ntly a de qua te ly s e rve  a pproxima te ly 2,760 se rvice  conne ctions  (gove rne d by production
ca pa city). The  e xis ting production ca pa city of 1,180 GP M is  ina de qua te  to s e rve  the  curre nt
cus tomer base  of 3,890 se rvice  connections . The  Company has  acknowledged this  inadequacy
a nd is  propos ing to a dd thre e  (3) ne w we lls  with e s tima te d a dditiona l production ca pa city of
1,200 GP M. The  a nticipa te d tota l production ca pa city of 2,380 GP M should a de qua te ly se rve
approximate ly 5,570 se rvice  connections  (governed by production capacity).

2 Based on the Company's responses of July 30, 2007 in Docket No. 06-0792.
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Arizona Department of Environmental Quality ("ADEQ") Compliance

Compliance  Sta tus

ADE Q o r its  fo rma lly d e le g a te d  a g e n t,  th e  Ma rico p a  Co u n ty E n viro n me n ta l S e rvice s
De pa rtme nt ("MCES D") monitors  for complia nce . MCES D ha s  de te rmine d tha t out of five  (5)
e xis ting wa te r sys te ms , four (4) sys te ms  (Va le ncia , S un Va lle y/ S we e twa te r I, Buffe r/P rimrose
a nd S onora n Ridge ) a re  in complia nce  a nd curre ntly de live ring wa te r tha t me e ts  wa te r qua lity
s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18, a nd Cha pte r 4. MCES D ha s
de tennined tha t Swee twate r II wa te r sys tem is  in Substantia l Compliance .

Water qua lity issues

a ) Swee twa te r II

According to the  MCES D's  Complia nce  S ta tus  Re port, the  S we e twa te r II wa te r s ys te m's  we ll
produce s  wa te r qua lity with a n a rse nic le ve l a bove  10 ppb a nd the  nitra te  le ve l a bove  10 ppb.
P re s e ntly, the  s ys te m is  e ffe ctive ly a  cons e cutive  s ys te m, s e rving wa te r from the  City of
Goodye a r wa te r s ys te m through a n e me rge ncy conne ction. To  a ddre s s  wa te r qua lity
de fic ie ncie s , the  Compa ny is  cons tructing  a  pe rma ne nt in te rconne ction  with  the  City of
Goodyea r dis tribution sys tem and a  blending sys tem with e s tima ted comple tion prior to the  end
of 2007.

b) Sonoran Ridge

The  Company indica ted tha t the  Sonoran Ridge  well produces  wate r qua lity with an a rsenic leve l
above  10 ppb. As  a  result, the  Company is  planning to ins ta ll an a rsenic trea tment sys tem a t the
we ll s ite  with e s tima ted comple tion prior to the  end of 2007.

c) Va le ncia

The  Company indica ted tha t it ma inta ins  three  (3) exis ting s ite s  with five  we lls  and adding three
(3) ne w s ite s  with thre e  we lls . Ea ch s ite  produce s  wa te r qua lity with a n a rse nic le ve l a bove  10
ppb. As  a  re sult, the  Compa ny is  ins ta lling s ix (6) a rse nic tre a tme nt sys te ms  (one  a t e a ch s ite )
with estimated comple tion prior to the  end of 2007 .

Approva l of Cons truction ("AOC")

The  Companies  have  not ye t obta ined AOCs for the  inte rcoNnect/blending infra s tructure  for the
Sweetwater II and the  a rsenic systems for the  Sonoran Ridge  and Valencia  from MCESD.
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Arizona  De pa rtme n t o f Wa te r Re s ourc e s  ("ADWR") Complia nc e

The  Compa n ie s  a re  loca te d  with in  the  P hoe n ix Active  Ma na ge me n t Are a  ("AMA"),  a s
de s igna te d by ADWR. ADWR ha s  indica te d tha t the  Compa nie s  a re  in complia nce  with the
Phoenix AMA reporting and conse rva tion requirements

Arizona Corporation Commission ("ACC") Compliance

A che ck with the  Utilitie s  Divis ion Complia nce  S e ction s howe d no outs ta nding complia nce
is s ue s  for Va le ncia  or for GB.4 Both Compa nie s  ha ve  a pprove d Curta ilme nt Ta riffs  a nd
Ba ckflow P re ve ntion Ta riffs .

S umma ry

Conclus ions

MCES D ha s  de te rmine d  tha t ou t of five  (5) e xis ting  wa te r s ys te ms , four (4) s ys te ms
(Valencia , Sun Valley/ Swee twate r I, Bulwer/Primrose  and Sonoran Ridge) a re  in compliance
a nd curre ntly de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona
Adminis tra tive  Code , Title  18, a nd Cha pte r 4. MCES D ha s  de te rmine d tha t S we e twa te r II
sys tem is  in Substantia l Compliance .

Va lencia  and Sonoran Ridge  wa te r sys tems ' a rsenic concentra tions  exceed the  new 10 ppb
standard, and the  Sweetwater II system's arsenic and nitra te  concentra tions exceeds 10 ppb.

The Valencia water system has adequate storage capacity, but does not have adequate source
production capacity to serve the current customer base.

The  Sun Valley/Swee twate r I sys tem has  adequa te  source  production capacity, but does  not
have adequate  storage capacity to serve the current customer base.

5. The  Swee twa te r II sys tem does  not have  adequa te  production and s torage  capacity to se rve
the current customer base.

6. The  S onora n Ridge  a nd the  Bulwe r/P rimros e  s ys te ms  ha ve  a de qua te  s ource  production
capacity and s torage  capacity to se rve  the  current cus tomer base  and a  rea sonable  leve l of
growth.

ADWR has  indica ted tha t the  Companies  a re  in compliance  with the  Phoenix AMA reporting
and conservation requirements.

2.

3.

4.

1 .

7.

3 Per ADWR Compliance s ta tus  check on April 25, 2007
4 Per ACC Compliance s ta tus  check dated April 17, 2007.
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8. A che ck with  Utilitie s  Divis ion Complia nce  S e ction s howe d tha t the re  a re  curre ntly no
de linque ncie s  for Va le ncia  or for GB. The  Compa nie s  ha ve  a n a pprove d Curta ilme nt
Ta riff a nd Ba ckflow P re ve ntion Ta riff.

Recommendations

1. S ta ff re comme nds  tha t the  Compa nie s  tile  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  copy of the  MCESD Complia nce  S ta tus  Re port showing tha t Swe e twa te r II wa te r
sys tem is  in full compliance  and de live ring wa te r tha t mee ts  wa te r qua lity s tanda rds  required
by Arizona  Adminis tra tive  Code , Title  18 within s ix months  of the  e ffe ctive  da te  of the
decis ion in this  case .

S ta ff recommends  tha t the  Companie s  file  with Docke t Control, a s  a  compliance  item in this
docke t, copies o f  t h e Approva l o f Co n s tru c tio n issued b y MCES D for the
inte rconnect/blending infra s tructure  for Swee twa te r II wa te r sys tem within s ix months  of the
effective  da te  of the  decis ion in this  case .

3. S ta ff re comme nds  tha t the  Compa nie s  file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, copie s  of the  Approva l of Cons truction is s ue d by MCES D for the  a ddition of a
s tora ge  ta nk with a  minimum ca pa city of 16,000 ga llons  to the  S we e twa te r II wa te r sys te m
within s ix months  of the  e ffective  da te  of the  decis ion in this  case .

4. S ta ff re comme nds  tha t the  Compa nie s  file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, copie s  of the  Approva l of Cons truction is s ue d by MCES D for a rs e nic tre a tme nt
sys te ms  for S onora n Ridge  a nd Va le ncia  wa te r sys te ms  within s ix months  of the  e ffe ctive
date  of the  decision in this  case .

5 .  S ta ff recommends  tha t the  Companie s  file  with Docke t Control, a s  a  compliance  item in this
docke t, copie s  of the  Approva l of Cons truction is sue d by MCES D for the  a ddition of thre e
we lls  with a  tota l minimum production ca pa city of 1200 GP M to the  Va le ncia  wa te r sys te m
within s ix months  of the  e ffective  da te  of the  decis ion in this  case .

2.

6. S ta ff re comme nds  tha t the  Compa nie s  file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, copie s  of the  Approva l of Cons truction is sue d by MCES D for the  a ddition of a  we ll
or we lls  with a  minimum ca pa city of 300,000 GP M to the  S un Va lle y/S we e twa te r I wa te r
system within s ix months  of the  e ffective  da te  of the  decis ion in this  case .



I nr ATTACHMENT B

MEMQBAEQQM

TO : Blessm9 Chukwu
Executive Consultant Ill
Utllltle5 Division

FROM : Barb Wells
Informatlb?l Technology Speclallst
UtlI1t\e5 DlvI5lon

T|'1 RU : Del Smith
Enqmeermq Supervisor
Utulntnes Dlvlslon

H Y

DATE : November 8, ZOOQ

RE : win l|Tll|w 0F GIIEITEB BIIBKEYE, I'll:. lnucm 110. W-02451I-06-0666]
vnmmln wpm: enmrnuv. 1N8. lnneuir 110. W-01212l-06-0666]

Water Utility of Greater Buckeye has filed an appllcatlon to transfer ltd CC$N to
Valencia 1

Attached are copies of the maps for your fule5.

:bow

Attachment

cc: Mr. Graham Simmonds
MY. Deb Person (Hand Carried)
FII6
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